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Ms. Sandman:
The attached letter will also be delivered to your office by courier this
afternoon, but I thought a fax might reach you more quiCkly.
Sincerely,
Blaise Scinto

The iDformaUon contliDed in dri. fa::aimiJe me.1IP i. attorney privileged and confideDtial informatiotl illtNlded only for the Ule

of the individulll or -*1 ...-cl above. If the .-. of tbi.~ il not the iDteDded recipieDt, or die employee or ageo1
reapoasible to deliver it to dae iDIcDded RlCipic:Ilt, you are bereby IIDIified that _y dillODlinatiOll, dillributiOD or COpyini of this

comJDUDiealion i. Itrictly prohibited.

If you have received tbia commuaiMdion in error, pleue illllDediatdy notify UI by te1ephoae, ad retum the original meuage to UI

at the above IIddreII vi. the U,S. Posg) Service. 1baok you.

If you do not rer8t'e all the ~es, pIeue call our f8CSiJDile operator at (2CD) 371·_1 as
800D 81 poIIible. Thuk you.
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Me. Nina M. Sandman
Federal Communications Commission
Cable Services Bureau
2033 M Street, N.W.
Washington, D.C. 20554

Re: Information on the Private Cable Industry

Dear Nina:

IIlI-OW, SAUDI ~IIA o~e
TItIl1N11lIllNATlOltA~ l.N\I' ~AIoI

IWUIIftlIAH"IAH ClaNTm'I

'laHIJA n'NIET
1111_ ,._. MUD. _ ....

I'M"_

This letter is written in response to your request for
information concerning the private cable industry. In compiling
this information, we have spoken to industry analysts as well as
individual private cable operators and program di.tributors. This
law firm. has not undertaken any independent verification of the
facts or conclusions stated herein.

As of October 1993, there were approximately 3,051,350
subscribers to private cable .ervie. in multiple dwelling units
(including mobilehome parks and planned unit developmencs), hotels
and motels, hospitals, and prisons. Prixat. Cable Inye.tor, (Paul
Kagan Associates, Inc., Carmel, Calif.), Oct. 21, 1993, at 2. No
comprehensive li.ting of private cable operator. or systems exists.
However, ind.ustry sources estimate that there are probably between
3,000 and 4,000 private cable 8Yatema nationwide, including tho••
that serve MOUs, hotel/moc.l, hospital, and prison facilities.

In the pa.t few years, most of the major private cable
transactiaaa have involved franchised cable operators purchasing
SMATV sy.~. In 1991, 3" of tha private cable ttyae_ sold were
acquired W franchi.ed cable op.rators; in 1992, 53f of private
cable sy.e....old. were acquired by franchised cable operators.
Private Cabl. Inyastor, Mar. 31, 1993, at 1. Currently, however,
buyers of private cable systems are more likely to be medium to
large private cable companies growing through acquisition. Private
Cable Inyestor, Feb. 28, 1994, at 5.

Generally, private cable subscribers pay from lot to 30% le8s
for basic cable service than franchised cable subscribers in the
same area, although th1. differential varia. from area to area and
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from system to system. In addition, private cable subscribers
generally pay lower prices than franchillea cable subscribers for
premium services, and this price difference may range from $1.00
per channel to a 60t discount.. Many private cable operat.ors
specifically set their service, equipment and installation charges
a.t a designat:ed level - - for example, lOt - - below the local
franchised operator's rates. Some private operators contractually
guarantee that their prices will remain lower than the franchised
operat.or's prices throughout the duration of their contracts.

What followa.re some of the "success" stories from the private
cable industzy:

MSE Cable Systems, Inc. of Rochester Hills, Michigan provides
private cable services to MDUs and mobilehome parks. HiE started
in 1980 with 4 systems pas.ing approximately 2,000 homes and haa
grown to include 30 systems passing approximately 16,000 homes, all
located in the Southeast Michigan area. MSE began providing
service to many of it. mobilehome park subscribers before area
franchised cable operators offered service to these locat.ions; MSB
developed its business by filling the need for cable service in
these locations. MSE has achieved its success in the private cable
field by recogniz-ing what its subscribers want, and by gearing its
programming packages and customer service practices to suit the
demographics of the communities that it serves.

'* * '* * ..
cable Plus, headquartered in Bellevue, Washington, has been in

the private cable busine•• for five years, and currently operatea
private cable systems in 9 states, mostly in the Weat. It is owned
and ~naged by some very senior leaders in the telecommunicatioDs
area who see private cable as a profitable niche. Cable plus has
been f1naACially and operationally Buccessful, growing from it.
inception with about 8 systems passing approximat:ely 2, 500 homes to
about 200~"'.tema passing approximately 50,000 homes.

* * * * *
OpTel, Inc. owns and operates private cable systems serving

primarily individual sUDscribers in multiple dwelling units
("MOUs"), as well as institutional customers. OpTel began
providing service in November 1993 to 300 subacribers at one MDO,
and was immediately sued by the franchised cable operator in the
locality, a large MSO seeking ~o ciiscourage competition. OpTel haa
survived such aclversity, however, and currently provides video
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programming services under the brand-name KTVMAX" to more than 330
MOUs consisting of more than 105,000 households; the company will
soon begin providing service to an additional 10,000 hou8eholds.
In all, OpTel serves more than 41,000 subscribers in the
metropolitan areas of Los Angeles, San Diego, Houscon, Phoenix and
Dallas-Ft. Worth. OpTel primarily delivers programming via point
to-point 18 GHz microwave signals; however, it also uses a variety
of other delivery technologies, including coaxial and fiber optic
cable in its Houston system. OpTel currently provides
approximately 25% of its oustomers with 54 channels or more of
proqramminq and it expects to upgrade the technology in most of its
remaining systems to provide similar channel capacity and program
offerings to its other customers.

* * '* * '*
MaxTel Cablevision serves nearly 85,000 apartment units and

42,000 subscribers in approximately 280 properties located in 25
states. MaxTel began operations in 1984 as a subsidiary of a real
estate development company and was acquired in 1987 by the current
owners co focus on integrating video, voice and data technologies.
Market success has been achieved due to continued demand for
competitive oable providers, despite anti-oompetitive practices of
programmers, legal challenges by franchised cable operator., and
the lack of adequate financing sauroe. supporting emerging
technologies.

* * * * *
I hope you find this information helpful.

Sincerely yours,

~~


